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slow rising prices and to bring some cutbacks or postponement to the rate of 
business and industrial expansion - most of which is being carried on by heavy 
borrowing 


While this move was not aimed directly at home financing, its effects will not 
be as selective as the money managers might desire. Asa result, home building 
will probably suffer some setbacks as the price of borrowing moves higher and 
lenders become more selective. 


By its very nature, credit tightening restricts the people who require the 
heaviest financing. In the home building field this is usually the lower-income 
buyer - the family trying to buy the new house in the below-$12, 000 bracket. This 
is a situation that politicians are not apt to ignore for long, especially during an 
election year. Furthermore, the fact that home building is running 15% behind 
the first quarter of 1955 is certain to be brought forcibly to Congressional atten- 
tion 


o, while the mortgage business is good from the lender’s side of the desk - 


and will stay that way - you can expect it to brighten up for the borrower and the 
builder, too. Congress is certain to see that in 1956 there are no ‘forgotten 
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Therefore, the builders who try to sell houses to people who have no 
an take heart and, based on what Congress narrowly missed doing for the 

there’s no telling what benefits it may dream up for the builders and 
inal borrower. 
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Even at such a late date it is pleasant to report 
RESIDENTIAL that home building established a new record in 
CONSTRUCTION 1955. The Nation’s builders started 1, 194, 400 

Single-family nonfarm residences - or 40, 000 
more than they started during the record-breaking year of 1950. 


While the present level of residential construction is some 15% below that of 
a year ago, it compares favorably with that of most recent years. Only during 
the first quarter of 1950 and 1955 did home building far outstrip the volume of the 
first quarter of 1956. Starts during March reached 96,000, bringing the first 
quarter total to 248, 000. 


Applications for VA loans on new homes continue to drop and are now near a 
2-year low. On the other hand, FHA applications, while still lower than a year 
ago, have recently begun to move up strongly (see chart on page 202). 


The market has not yet responded strongly to 
RESIDENTIAL rising costs. There have been a few increases, 
CONSTRUCTION COSTS but in April the cost of building our standard 
six-room frame house in St. Louis stood at 
$17, 232, down fractionally from its January all-time high of $17,275. The cost 
of masonry construction is moving up slowly, and when recent increases in lumber 
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prices are passed along, the cost of frame constructi 10 doubt rise toa 
record level 


The full effects of the new minimum wage and the increase in the freight rates 
have not yet been felt, but they may well combine to boost construction costs be- 
tween 5% and 10% throughout the year. The increases in steel prices will also 
add to construction costs all along the line 
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The chart above shows the fluctuations in the priv wned permanent non- 
farm dwelling units started month by month for the 1 t years, but corrected 
for seasonal and expressed on an annual rate basis. From this chart it will be 
noticed that with only three minor exceptions each succeeding month since Decem- 
ber 1954 has shown a drop in the building rate, and that the drop is still continuing. 
At the present time, on this basis, private starts are approximately 23% below the 
level reached in December 1954 and 24% below the all-time peak in the middle of 
1950. We are now building at an annual rate of 1, 140,000 new dwelling units, as 
against a rate of 1,478,000 in December 1954, an 100 at the peak in 1950. 
It looks as if Mr. Cole is going to miss his fors st of 1, 300, 000 by a sizable 


amount. 














